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Saving on Flood Insurance

NATIONAL FLOOD
INSURANCE PROGRAM

Information About the NFIP’s Grandfathering Rule

Flood risks can change over time, altering floodplain
boundaries. Changes in the status of dams or levees,
surface erosion, land use and development can all
change the size and shape of a floodplain.

FEMA is currently updating and modernizing the
nation’s flood maps. The new maps will reflect recent
changes to floodplains and flood risks, and will drive
changes in flood insurance requirements for some
property owners.

FLOOD MAPS AND FLOOD INSURANCE

Flood maps, also known as Flood Insurance Rate
Maps (FIRM), show the high-risk areas where there is
at least a one-percent-annual-chance of flooding. In
these areas, also known as Special Flood Hazard
Areas, flood insurance is required for mortgages from
a federally regulated lender. The maps also show the
low- or moderate-risk areas where flood insurance is
optional but recommended.

When risk designations change, flood insurance rates
will change as well. However, property owners may be
able to take advantage of certain cost saving options
available through the National Flood Insurance
Program (NFIP).

Owners of properties that move from a high-risk zone
to a low- or moderate-risk zone may be eligible for
reduced insurance rates by converting to a Preferred
Risk Policy (PRP). A PRP covers both a structure and
its contents, and offers substantial savings. A PRP can
be obtained for as little as $112 a year.

There are also ways for owners of some structures
moving into high-risk zones to save. Existing
policyholders may be able to use the rate charged for
the lower-risk zone through a process known as
grandfathering.

GRANDFATHERING OFFERS SAVINGS

The NFIP’s grandfathering provision offers savings
for structures that were built before a flood map was
issued for the community, or that were built in
compliance with the flood map in effect at the time of
construction. The simplest way to grandfather is to
purchase a flood insurance policy before the new map
takes effect and maintain coverage without a lapse.

[f a structure was built in compliance with the
requirements in place at the time of construction, the
zone and Base Flood Elevation (BFE)* that was in
effect can be used for rating purposes, if either is
affected due to a map change. Sometimes using the
new zone can provide a better rate than using the older
one, so property owner should always ask their agent
to look at both options.

LEVEES AND FLOOD INSURANCE

FEMA urges all people living behind levees to
purchase and maintain flood insurance coverage,
whether it is required or not. The fact is, levees can
and do decay over time if not properly maintained.
They can also fail, or be overtopped by flood
events larger than those which they were built to
protect against.

FEMA and the Army Corps of Engineers are
working to identify risks associated with the nation’s
levees. If a levee is found to be deficient or unsafe,
structures located behind it will be mapped into
high-risk areas and flood insurance will be required
for most mortgage holders. Property owners can
contact their insurance agents for more information.

*BFE is the level flood waters have a 1% chance of reaching
any given year
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HOW GRANDFATHERING WORKS

If a policy is obtained before a new map becomes effective, policyholders can retain the rate associated with the
previous map’s flood zone and BFE, as long as continuous coverage has been maintained. For structures built
after a FIRM was issued, insurance costs will be based on the zone designation and BFE for the map in effect at
the time the structure was built (unless the new map offers a lower rate). However, policyholders must submit
supporting documentation to their insurer that shows the structure was built to conform to standards on the earlier
map. Continuous coverage is not required in this case. If a structure was built before the community’s first FIRM
was issued and the policy was not purchased prior to the effective date of a new map, policyholders can still save,
but policy costs will be defined by pre-FIRM rates associated with their zone designation on the new map.

MORE INFORMATION IS AVAILABLE

Property owners should be fully aware of their flood risk and the current status of flood maps in their community.
They can contact their local floodplain management officials to learn the status of local flood maps, or can obtain
a copy of the current map at www.msc.fema.gov. Home and business owners who do not have flood insurance

should contact their insurance agent to find out more about obtaining flood insurance or visit the FloodSmart web

site www.FloodSmart.cov.

The chart below provides details on specific map situations, and how the grandfathering rule can apply.

IF THE NEW MAP SHOWS
YOUR STRUCTURE IN...

..THESE FLOOD INSURANCE
REQUIREMENTS APPLY...

...AND THESE COST SAVING OPTIONS
ARE AVAILABLE.

Zones A, AE, A1-30, AH, AO,
V, VE, V1-30

These zones designate high-risk
zones known as Special Flood
Hazard Areas (SFHAs).

Flood insurance is mandatory
for structures with mortgages
from a federally regulated
lender, and is strongly

recommended for all structures.

If the effective map shows the structure as
outside the SFHA, it may be eligible to be
grandfathered in at the current zone's
rate.**

Zones B,C, X, shaded X
These zones designate a low- to
moderate-risk area.

Flood insurance is not required,
but is recommended.

If the current map shows the structure in a
SFHA, low-cost Preferred Risk Policies
(PRP) may be available when the new map
becomes effective. Standard insurance
rates here are also lower than in SFHAs.

Zone AR

An area where a levee or similar
structure is determined to no
longer provide sufficient flood
protection, but is in the process
of being restored.

Flood insurance is mandatory
for structures with mortgages
from a federally regulated
lender, and is strongly

recommended for all structures.

The levee is being restored to provide
sufficient flood protection, and a rate
similar to an X-zone rate may be available.
If the current map shows the structure as
outside the SFHA, it may be eligible to be
grandfathered in at the current zone’s
rate.**

Zone A99

An area where a Federal flood
protective structure is under
construction to provide the
necessary flood protection
standard.

Flood insurance is mandatory
for structures with mortgages
from a federally regulated
lender, and is strongly

recommended for all structures.

The levee is being restored to provide
sufficient flood protection, and a rate
similar to an X-zone rate is available. If the
current map shows the structure as outside
the SFHA, it may be eligible to be
grandfathered in at the current zone’s
rate.™

** The structure may be eligible for a PRP policy: however, it must be converted to a standard X zone-rated policy when the PRP
renews for the first time after the new map takes effect

MARCH 2007

PAGE 2



"8lel 9QBIOAR) 810W B SPIACId |IIM Yl SOIBIISUOILSP BIEXJILISO UOJIBABIS UG, 11 posn eq Aew seles Wi |d-1s0d

‘saydde e a. Jwos uing, 8yl ‘y261 'LE Jequese( aiojeq ing dep eley B3UBINSU| POO|4 [BIIU} 6., s SEM UCHINISUOD JO UEIS BY) i

2/8U0Z YSU-MO| 10} S818)
PJBPUB]S O} IBAUOD [ did]

a

‘femaue) uodn ‘EmeuUs) Mun
$818) J4d deey ueo Aajjog

uoneunloju Buikpien
Aunuwiwos woyy seye e

10 348 pio Bumoys Wi 2
ejedyua) uogeas|y -}

Lpenoiduwy
Aenueisgns pue ;349
ueLy 1emoj Jou Bupes 1o Jooy
1semoj 0s paiele lou Buipying
£UDRONYSUOD JO Liels Ja Joaye
u dew B s soueydwos
Ul )jiNg 8INJONUIS SBAA

Luononsuod
jo ewg reuibpo 1
¥ 10 ‘D 'geuoz

‘wuebe eoueinsul o)
piaosd 1sn seumo Auedoidg

S3A

{

S3A

X40'0'g
§8UOZ 10} ;58181 PIBPUE|S
uejuew ues Aoy

"8J6Y INJJ0 SBSSO| JO
%Se ‘Alreonspelg “eBewep pooy
8] 10p0oW O} [BLUILL 10} YSU Je SI
ON ainpnys ‘Buges 1500-mo| did
10} ejqibyie eq Aew sinjonng

. ddkd) Aajlod

[B101J0 AJUnLIWIoD wiol)
Jeye] soueydwoy) ‘g

10 :UORONIISUOD
J0 8jep 18 pasn WYI4 'L
juebe eourinsy 0} jooid
epinoid jsnw Jeumo Auedord
(z5e1es prepuels Buisn) x 1o

'0 'g euoz pooy uj pejel eq o),

‘uonBuLON
dew jueung uo paseq
aq jiim sejel ‘esuendwod
-Uou U Jjing Sem ainjanis §f

¥ 40 D g euoz pooy 10}
ZSOIBI PIBPUEBIS 0] HBAUOD [[Im
dHd ‘lemeus) uodn ‘jemeus:
[hun sa1e) Jkid deey ue)d

¢hojod
didN weund
BABY JOUMO
Apedord seoq

Udd) Aagod
Ys1Y peliejold
e foljod s)

NS[Y peiisjeld e
se peje: Aoyod 51

SHA

Luoisinel dew
8y} 1eye pasy pJezey
pooy jejoads
8yl uj eunjonus sy

Lhojod
didN jueuna
SABY JOUMO
Auedord ssoq

ON S3AA

S3A

LNEIS
81 8INONS §|

8Al08}e SaWo08q

uoisiAgl {WyI4) dew
opey eauemnsu) poold YN

‘eleley
'pBSe8Io8p 3@ ) ‘349 IO ;BU02
osn ‘pasessou) 34g Ji (pojel weuns Buisn Aoyod Wy A )
wofreAsla 104 ‘auoz pooy ~o14 p1opuers esauoInd I1NY HIHLYHANYHESD
tey ! £ do.
M e e TR S3LVH JONVHNSNI 40074

NO SNOISIAZ3YH dVIN 40 S193443



FEMA

NFIP MAP & ZONE GRANDFATHER RULES
What is the Grandfather Rule?

A community will occasionally make structural improvements (dams, levees, etc.) to reduce the potential
effects of flooding; experience new development aggravating the flooding situation, thereby expanding
the floodplain; revise geographical boundaries resulting in the designation of additional flood hazard
areas; or provide information to better delineate the Base Flood Elevation (BFE) and/or flood insurance
risk zones. When these situations occur, the Flood Insurance Rate Map (FIRM) is revised and
republished.

The implementation of a new FIRM raises the question-- HOW DOES THE NEW MAP AFFECT FLOOD
INSURANCE RATES?

To recognize policyholders who have remained /oyal customers of the NFIP by maintaining
continuous coverage and/or who have built in compliance with the FIRM, the Federal Insurance
and Mitigation Administration has "Grandfather rules” to allow such policyholders to benefit in the rating
for that building.

Pre-FIRM (construction prior to the date of the community's initial FIRM

1. If a policy was obtained prior to the effective date of a map change, the policyholder is eligible to
maintain the prior zone and base flood elevation as long as continuous coverage is maintained. The
policy can be assigned to a new owner at the option of the policyholder.

2. If a building is Pre-FIRM and a policy was not obtained prior to the effective date of a map change,
the applicant is eligible to receive the Pre-FIRM (subsidized) rates based on the new zone rather than
the actuarial (elevation based) rates.

Post-FIRM (construction on or after the date of th munity's initial FI

1. If a policy was obtained prior to the effective date of a map change, the policyholder is eligible to
maintain the prior zone and base flood elevation as long as continuous coverage is maintained. The
policy can be assigned to a new owner at the option of the policyholder.

2. If a building was constructed in compliance with a specific FIRM, the owner is always eligible to
obtain a policy using the zone and base flood elevation from that FIRM, provided that proof (refer to
the Flood Insurance Manual, Rating section for acceptable documentation) is submitted to the
insurance company. Continuous coverage is not required.

Prefi Risk Polici

1. Buildings written on Preferred Risk Policies are required to be located in zones B, C, or X on the FIRM
in effect on the date of application and on the date of each subsequent renewal.

2. A building, which becomes ineligible for a Preferred Risk Policy due to a map change to a special
flood hazard area, can be rewritten on a standard rated policy using zones B, C, or X.

FOR MORE INFORMATION, REFER TO THE FLOOD INSURANCE MANUAL, RATE PAGE 21
Go to http://www.fema.gov/business/nfip/manual.shtm



